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The following proposal Is to establish a small loan
association and consum.er counselling service for low-
income families in the Atlanta University Social Services
Department which is located in Perry Homes Public Housing
Project, It is submitted to the Field Foundation.
The project is designed for one year and will be
hopefully funded for the amount of $240,768.25. The program
director is Mr. David Williams, There will be three pro¬
fessional staff members and three auxiliary staff members.
The project will cover from January 1, 1970 until December
31, 1970.
The aim of this project is to help low-income
families who live in public housing and are in need
of consumer advice. These families are especially
active consumers of durable goods. The program
entails counselling such families on good consumer
practices and extending them small loans wit^ the
minimum interest rate, thus reaching some of them
before they become overwhelmed with debts from being
exploited by fraudulent neighborhood merchants.
It is quite evident that our present system's
criteria for extending credit does not include poor
families. In order for one to qualify for credit,
he has to possess CAPACITY, CAPITAL and CHARACTER
which are known as the 3C's of credit. The objective
of this project is to establish new criteria for
credit which would not meet the traditional standard.
This program will provide a credit resources for
individuals who would not otherwise be eligible to
receive this through traditional channels. Moreover,
this would alleviate the problem of low-income
families having to rely on loan companies (when they
are allowed) that charge exorbitant interest rate.
This project is worthy of support because it will
help to prevent the exploitation of the poor by having
to patronize neighborhood merchants due to their inability
to meet the traditional 3 C's of credit.
statement of the Problem
David Caplovits, the author of the book, The Poor Pay More,
clearly states, "The problem of low-income consumers stem
from the same set of forces that have created that special
system of sales-and-credit the quasi-traditional economy¬
catering to their wants,Our present marketing system
is composed of unethical and Illegal practices. Nevertheless,
it still remains because it fulfills social functions that
are not presently being implemented by other institutions.
The poor continue to patronize local merchants because
they are extended credit without having to meet the qualifications
of the impersonal bureaucratic department stores downtown.
For example, local merchants are highly appealing to low-
income families because they are considered as high risks
and are forced to patronize a special class of merchants who
are ready to accept great risk. In the present system, society
presents low-income people with two options: of being exploited
or foregoing major purchases.
Basically, one would agree that this is a materialistic
society, Americans are taught to consume in order to gain
respect from others and to maintain their self-esteem.
This is expected in a society characterized by a rising
standard of living. Since the poor are no different than
any other people, they are also interested in having material
conveniences. Unfortunately they have to resort to being
exploited by neighborhood merchants and peddlers. The
local merchants and peddlers are not bothered by bureaucratic
_
n«vid Caolovits. The Poor Pay More (New York: The Free
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procedure and as a result of this are able to personalize
their services. This Is a great change to the poor because
they are frequently Intiiridated by the Impersonality
that pervades the large department stores downtown.
The local merchants not only exploit poor families, they also
impose their thinking upon uninformed customers in regards
to purchasing. The researcher feels thet the solution in
combating this problem 1 c to help poor consumer
through education and extend them credit so they will be able
to purchase at stores outside of the neighborhood. This
would also help to enhance their self-respect and to function
adequately in our business world.
Significance of the Study
The researcher became interested in the problems con¬
fronting low-income consumers because of numerous complaints
by clients who have been victims of our present marketing
system. Low-income people are faced with high pressure
salesmen, trickery advertising, exorbitant prices and
so-called "easy credit." Many of these families shop
where they do partly because they do not know of alternatives.
They do nothing about their problem because they think nothing
can be done,
Social workers can play a major role in helping to
educate the poor on good consumer practices. This can
be done by calling on such families at their homes, thus
reaching them before they become exploited. Another
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important phase Is urging the large department stores to
re-examine their policies so low-income favilies could be
encouraged to purchase at these stores.
Review of the Literature
Phillip G. Schrag is an attorney with the NAACP
Legal Defense and Educational Fund and directs the
fund's test litigation in the field of consumer law,
Mr, Schrag says the Federal Trade Commission recently
released the results of a two-year study of deception
by merchants selling to poor consumers in the District
of Columbia, The Commission documented the expected;
That unfair trade practices aimed at low-income
groups are common and Increasing, The two most
prevalent abusers are fals^ statements about
merchandise and "bait and switch" advertising,
in which the consumer is lured by an advertised
bargain, then told that that product is un¬
available or undesirable and switched to a higher
priced item,^
Although the Commission's study focused on the District
of Columbia, it concluded that there was no reason to
believe Washington is unique among large American cities.
The Commission "reached out" for complaints by lawyers
to block meetings and publicizing a "hot line" for consumer
gripes. Since its staff was small, it coult only spare
five lawyers to work on all the phases of the D,C,
project. Because the Investigation of each complaint
consumed so much time, the Commission could not possibly
respond to the needs of poor consumers across the country,
^Phillip G, Schrag, "Ghetto Merchants - A Study In
Deception," The New Republic (September 7» 1968), p, 17,
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Mr, Schrag states.
Low-income consumers are unlikely to go
to court because they are unaware that
they have legal rights (despite the
commercial law's severe slant In favor
of sellers and creditors) but they are
effectively precluded from asserting them
because the cost of litigation is almost
always greater than the claims consumer
assert,"3
The fact that legal aid societies and EOA neighborhood
legal offices serve poor clients without charge does not
change the fact that attorneys, like those in state agencies
can barely keep up with the tremendous volume of daily com¬
plaints.
No amount of information will be enough to help low-
income families escape the toils of endless debt and the
total impoverishment, harassment by creditors.
They are preyed upon by a certain class of
credit merchants who beckon day and night
from their slum stores with television sets,
furniture, clothing and jewelry on easy terms
of only a few dollars a week. Slum credit
merchants make at least 90 per cent of their
sales on the installment plan, a Federal Trade
Commission survey in Washington, D.C, shows.
The prices they charge, well concealed in
their "easy payment" are often exorbitant, A
television set generally available for ^129.95
sold in a low-income Washington neighborhood
for $219.95.^
When tumult arose in ghetto streets in the summer
of 1964, most of the stores broken into and looted belong
Phillip G, Schrag, "Ghetto Merchants - A Study In
Deception," The New Republic (September 7» 1968), p,l8,
4
"The Truth About Credit Is Coming," Consumer Report Vol.33,
No, 8 (August, 1968), p, 430,
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to white men. Many of these owners responded to the
destruction with "bewilderment and anger, for they
felt they had been serving a community that needed them,
.They did not realize that the residents were
not grateful for this service but bitter,as
natives often feel toward the functionaries
of a colonial power, who in the very act of
service, i-oAp the hat.e'^ of
epprec^ion Typica"' nf this fe**1irg
ere the following views expressed to Harye^i
investigators in 1962 and 1963:5
"That Jew, he*s got a wagon out here,
and he will send his son through
college, you understand? Nothing but
a wagon, selling to these people in
this junky neighborhood right here,and
he's got a house in the Bronx, and
he's paying for it, and the child is
going to college, and he's selling you
strlngbeans at fifteen cents a pound,"
-Man age 27
A most recent study of the problems confronting low-
income consumers was done by David Caplovltz, The survey
was done on 464 households in low cost public housing
projects in New York City,
The study showed that the poorest risks
are shunted to a special class of merchants
who are ready to accept great risk, A close
association pro"bably exists between the
amount of risk that merchants in this system
are willing to accept and their readiness to
employ unethical and illegal tactics,°
The Comm.unity
The Perry Homes Housing Development is an Isolated
area consisting of one-thousand (1000) housing units. Nine-
hundred and seventy (970) of these units are presently
5Kenneth B, Clark, Dark Ghetto (New York: Harper & Row
Publishers, 1965)i P.28,
6
David Caplovltz, The Poor Pay More (New York: The Free Press,
1963), P. 180.
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occupied. In general, Perry Homes Is a typical low-income
housing development in which the residents are economically,
politically, and culturally disadvantaged. A culturally
disadvantaged person is one who has not been exposed to
certain standards of society, and therefore canno't' make
a decision as to whether he would llke,,;^^"have or do certain
things or whether he would not,.,-'^'^ example, if a child has
not been exposed to different types of music, shows, plays.
i/foods etc., he cannot be expected to mak choices intelligently, ,
for he is not aware that certain things exist and has not had
the opportunity to cultivate a "taste for it," Another
AUyf^‘
example, how can one appreciate Bach or Beethoven when he
has only heard and been exposed to the Blues/lets. say. These CLa^'
disadvantages are only overshadowed by the extreme psychological .• « f
as well as physical Isolation which plague almost all of the
residents of the community. The isolation is magnified by
the very poor public transit service in the area, and the
existence of only one mail box in the entire housing project.
Statement of Need
Perry Homes is a vast area where there is only one
through street and no circular route for travel and trans¬
portation, There are no major Industries in the vicinity
and only one small shopping center which serves the entire
community. The shopping center consists of one independent
super market, a drug store, a variety store, a beauty parlor,
a terber shop, a small washterla and a dry cleaning plant.
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The researcher was told by many residents In the community
that during the first of the month, the stores in the
shopping center go up on their prices. This was attributed
to the fact that welfare recipients receive their grants
around this time.
According to the yearly report from Perry
Homes, over 425 families have less than
$3,000,00 a year income, 36 of whom have an
income under $1000,00 and 186 less than
$2,000,00. The major occupation was in¬
side work (maid, janitorial, etc,) The
other sources of income were listed as „
grants from public and private agencies,'
A study was done by the Atlanta University Social Service
Center which stated Perry Homes consists of "multi-
problem” families. The following problems exist:
broken homes, poor health. Illegitimacy, retardation,
inadequate income, child neglect and limited education,
Medical conditions that hamper the normal growth of children
in Perry Homes are: lack of immunizations, deficiencies
in sight, dental care, hearing and speech problems, mental
retardation and skin infection.
Objective of the Project
1. To establish a credit resource for low-income families,
2. To inform low-income families (residents of Perry Homes)
of good consumer practices,
3, To extend loans to people with nothing but the borrower's
signature for security,
4, To develop a model of credit where other lending resources
can adequately evaluate low-income families.5,To help protect the poor against fraudulent merchants
and peddlers.
"^See 1968 Annual Report of Perry Homes
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6, To serve as an incentive of self-worth for the users
of the loan coirpany.
Method of Procedur*=> «^f the Pro.l^^ct
.1, Aides will contact each family in the community at his
home and explain to them the services of the agency.
II. Loan applicants can secure an application at the agency,
designating amount of loan which cannot exceed $150.
The application consists of applicant's financial
resources and personal data,III.Loan applicant will then be informed by mail or telephone
of date for interview with Credit Committee, (credit
committee will be composed of members of the community),
and consumer counselor.
Consumer Counselor will determine if the applicant
has a definite need for loan request and give
advice as to alternative methods of handling his
financial situation.
The credit committee will evalmte the loan
applicant's character^
IfIV,The applicant will be Informed by mall or telephone as
to the decision made on his loan request.
If Positive:V.The applicant will return to the office and discuss
terms of the loan agreement. (Credit imions usually
charge an interest rate of 1 per cent on the unpaid
balance.) Loans will be made payable in less than
one year. For example, if one were to borrow the
maximum amo\mt which is $150.00, he would have to
pay $12,50 per month plus 1 per cent interest on
the balance, (See Table 1) If one is not able to
make monthly payment and has a legitimate reason,
arrangements will be made to accommodate the person,VI,The Typist-Bookkeeper will record all loans approved
and also handles collections of loan repajrments.
(Payments will be due monthly,)VII,Aides will assist in determining reasons for delinquent
payments and attempt to make collections on delinquent
accounts. This will be done by making visits to the






VIII, The executive director will be responsible for establishing
all policy and will handle all deposits. Also he should
function as auditor of the credit union records.
Table I
Interest Paid On A $150 One Year Loan
Payments Unpaid Balance Interest
Principle $150:00 $150.00
1st, Payment 12.50 137.50 $1.38
2 •• 12.50 125.00 1.25
3 II 12.50 112.50 1.13
4 It 12.50 100,00 1.00
5 If 12.50 87.50 .88
6 N 12.50 75.00 .75
7 •1 12.50 62.50 .63
8 If 12,50 50.00 .50
9 •1 12.50 37,50 .38
10 II 12.50 25.00 .25






The method for evaluating this project is that hopefully
it will be able to continue successfully after the first
year as a permanent credit resource in the community.
Questionnaires will be sent to every family in the Perry
Homes Project to ascertain how many persons participated in
this project. After one has received a good credit reference
at the agency, a survey will be conducted to find out if









Mr, David Williams Is a 32 year old ambitious
young man. He has been a resident of the
Perry Homes Project for eight years. He
Is a high school graduate and has completed
two years of business college. At the
present, he Is employed as a teller at
Citizen Trust Bank, Mri Williams has
displayed remarkable leadership ability
as President of the Tenants Association,
He Is respected and well-liked by the
community.
Dr, Ed, Walker teaches Economics at Georgia
Tech, He received his Ph, D, from Columbia
University In I960, Dr, Walker Is currently
an active member of the U,S, Department
of Labor and the National Consumer Finance
Association,
Mrs, Ernestine Boclalr Is a 36 year old
Home Economist, She has a B,S, degree
In home economics and has done extensive
study In budgeting and home management.
She has taught home economics In Atlanta
Public School System for ten years.
Miss Delores Adams Is a 21 year old single
female who has lived In the Perry Homes
Project for twelve years. She Is a high
school graduate and presently employed at
Rich's as a sales clerk.
Mr, 0111s Douglas Is a 19 year old father
of three children. He completed the 30th
grade and Is presently unemployed, Mr,
Douglas worked very diligently to organize
a Grievance Committee In the Project, He
has gained much recognition and support
from the tenants.
Miss Barbara Gibbs Is a 28 year old resident
of the community. She Is a high school
gradiiate and has had ten years of clerical
work exnerlence. She Is presently employed
as a bookkeeper at Cook's Mortgage Company,
Facilities
This project will be located at Perry Homes In the
Atlanta University Social Service Center at l660 Drew Drive,N,W,
It will occupy three rooms In the basement of the building.
The space will be ready for occupancy as soon as the project
Is funded'. An agreement has been made with the Atlanta
University Social Service Center for this project to have





a. Executive Director - full-time
b. Consumer Counselor "
c. Aides (2) "
_ d, Typist-Bookkeeper~
e. Consumer Consultant 4 hrsT per month











a. Total professional $36,900,00 @10^








c. Desk (3) @ $250,00 750,00
d. Chairs (3) ® $80,00 240,00
e. Chairs for work tables & reception
room (7) @ $44,00 308,00
f. Work tables for aides (2) @ $i00,00 200,00
g. File cabinet 100,00
h. Waste paper basket (3) @ $6,00 18.00
Total 2,866,004,Supplies & Materials 300,00
5.Communication 1,200,00
61 Duplication & Reproduction - Use existing facilities
7, Rent
a, professionals 350 sq, ft
b, non-profession 300 sq, ft
6l0 sq, ft @ $5i00 3,250.00
Initial Capital requirement for loans 150,000,00
Sub-total Direct Cost 191,725.00
a. Contingency Fund - 5^ of direct cost 9,586,25
b. Total Direct Cost 201,311.25
c. Indirect Cost 19.6 % of direct cost 39,^57.00
d. Grand Total 240,768,25
 
 
 
